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I. INTRODUCTION 

Pursuant to the Delaware Public Service Commission's ("Commission" or "PSC") 

directives in the above-docketed proceeding, as announced on December 13, 2007,̂  

Constellation Energy Commodities Group, Inc. ("CCG") and Constellation NewEnergy, Inc. 

("CNE") (collectively, "Constellation") submit these comments regarding the Power 

Purchase Agreement Between Delmarva Power & Light Company and Bluewater Wind 

Delaware LLC ("Bluewater PPA")^ and other documents submitted in response to the 

Bluewater PPA. Constellation reiterates its position from its November 13, 2007 comments 

urging the State Agencies^ to refrain from saddling Delaware's consumers with the costs of a 

' See Notice on Commission Website, http://depsc.delaware.gov/irp.shtml (Dec. 2007). 

^ See Power Purchase Agreement Between Delmarva Power & Light Company and Bluewater Wind Delaware 
LLC, Commission Docket No. 06-241 (submitted Dec. 11,2007) ("Bluewater PPA"). 

^ The "State Agencies" include the Commission, the Delaware Energy Office, the Office of Management and 
Budget and the Controller General's Office. 

http://depsc.delaware.gov/irp.shtml


long-term power purchase agreement ("PPA") entered into between Bluewater Wind 

Delaware LLC ("Bluewater") and Delmarva Power & Light Company ("Delmarva") for 

offshore wind generation, and instead promote the use of the existing standard offer service 

("SOS") request for proposals ("RFP") process to meet Delmarva's SOS load requirements/ 

In addition, Constellation provides recommendations for the Commission with respect to the 

methods for integrating the Bluewater PPA into the SOS RFP process, in the event that the 

State Agencies direct Delmarva to execute the Bluewater PPA, despite its drawbacks and 

risks. 

II. COMMENTS 

A. The State Agencies Should Reject the Bluewater PPA and Should Rely 
Mainly on a Portfolio of Resources Obtained Through the Existing SOS RFP 
Process. 

Constellation continues to urge the State Agencies to refrain from requiring Delmarva 

to execute the Bluewater PPA, as it places too many risks on consumers and as it may fail to 

result in "a more diverse supply at the lowest reasonable cost,"^ as required by the Electric 

Utility Retail Customer Supply Act of 2006 ("EURCSA"). Not only has Bluewater failed to 

adequately address concerns with respect to uncertainty with regard to project viability, but 

saddling Delaware's consumers with the costs of the long-term Bluewater PPA may not 

represent a reasonable cost. The need for long-term PPAs for Delmarva continues to be 

vastly overstated. In the Constellation Nov. 13 Comments, Constellation provided ample 

'* See, generally, Comments of Constellation Energy Commodities Group, Inc. and Constellation NewEnergy, 
Inc. on the Delaware Public Service Commission Staff Report, Commission Docket No. 06-241 (submitted 
Nov. 13, 2007) ("Constellation Nov. 13 Comments"). Note that the Constellation Nov. 13 Comments also 
discuss and urge the Commission to reject Commission Staffs proposal to utilize an "active portfolio 
management" process to meet Delmarva's SOS load requirements; Constellation stands by its comments 
rejecting an active portfolio management process but does not repeat those comments in the present pleading. 
See Constellation Nov. 13 Comments at pp.7-9. 

^ 26 Del C § \(i01{c){\){h) {emphasis added). 



evidence rejecting the need for committing consumers to long-term PPAs. Additional 

evidence affecting Delmarva's load zone has come to light in the previous two months. If the 

primary reason for requiring Delmarva to enter into the Bluewater PPA is to promote new 

generation in the Delaware footprint in order to encourage reliability, other privately-financed 

methods are more prudent options than forcing Delaware's customers to pay for and take on 

the risks of long-term PPAs. For instance, this month. Constellation's parent company, 

Constellation Energy Group, Inc. ("CEG") announced that it has entered into a long-term 

tolling agreement with Conectiv Energy to purchase 545 megawatts ("MW") of electric 

power to be produced at a new combined cycle natural gas plant to be developed in York 

County, Pennsylvania. As explained by CEG's chairman, president and CEO, Mayo A. 

Shattuck III: 

This project will help to address the long-term need for additional 
power generation and bolster system reliability in the Mid-Atlantic 
Area Council (MAAC) . . . [the project] represents the kind of 
economical and environmentally responsible power supply that can be 
developed by the merchant sector in a well functioning competitive 
energy market such as [PJM Interconnection, LLC ("PJM")].^ 

If the reasons for requiring Delmarva to enter into the Bluewater PPA include not only 

reliability concerns, but also a desire for clean, carbon-free generation, as explained in the 

Constellation Nov. 13 Comments, companies like Constellation are in some cases entering 

into long-term bilateral purchase agreements with and/or investing in clean-technology 

generation in order to supply either retail or wholesale customers, without the need for a 

traditional rate base from which to recover the costs of those purchases. For instance. In 

November, CEG filed with the Maryland Public Service Commission a certificate for public 

^ See "Combined Cycle Gas Facility, to be Completed in 2011, Would Boost Region's Power Supply," 
PRNewswire-FirstCail, http://www.pmewswire.com/cgi-bin/stories.pl?ACCT=104&STORY=/www/storv/ 
12-14-2Q07/0004722970&EDATE= (Dec. 14, 2007). 

http://www.pmewswire.com/cgi-bin/stories.pl?ACCT=104&STORY=/www/storv/


convenience and necessity for a potential 1,600 MW unit at CEG's Calvert Cliffs nuclear 

plant in southern Maryland. The new CEG nuclear facility could generate and deliver clean, 

carbon-free, base load energy (/.e., not intermittent, such as wind power) to improve 

reliability in PJM by 2016, only a short time after the intended date of operation under the 

Bluewater PPA. 

As explained in the Constellation Nov. 13 Comments, because the need for long-term 

ratepayer-backed PPAs is overstated and because the costs are becoming increasingly 

apparent as the industry evolves, the State Agencies should approve the use of long-term 

contracts only very sparingly, // at all. Moreover, prior to requiring the use of long-term 

contracts, even in very limited circumstances, the State Agencies should encourage the use of 

market-based incentives. The best way for the Commission and the other State Agencies to 

encourage investment in specific types of resources is to require that suppliers meet targeted 

portfolio requirements, which has occurred in Delaware through the implementation of 

renewable portfolio standards ("RPS"). Because suppliers are required to satisfy certain RPS 

requirements, they are willing to enter into longer term contracts with private investors in 

renewable generation. These contracts in turn allow such investors to obtain the necessary 

financing to build their plants. In this manner, competition at the wholesale and retail level is 

not adversely impacted and the market works exactly as it should: increased demand for 

renewable resources leads to increased construction of such resources. As noted in the 

Constellation Nov. 13 Comments, such RPS requirements have in fact resulted in increased 

investment. Within the PJM footprint in which Delaware resides, CNE entered into a 10-year, 

30 MW power purchase agreement for wind power from an Edison Mission Group wind 

resource in Somerset County, Pennsylvania. Also within PJM, CCG this year entered into an 


